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THE ONTARIO TAX CREDIT SYSTEM 


PURPOSE 


The Ontario Tax Credit system provides tax relief and redistributes tax 
revenues to Ontario residents with low to moderate incomes. The 
Ontario Tax Credit system consists of: 


¢ Property Tax Credit 

+ Sales Tax Credit 

¢ Political Contribution Tax Credit 

¢ Ontario Home Ownership Savings Plan Tax Credit 


HOW THE SYSTEM WORKS 


The Ontario Tax Credits are funded by the province and administered 
through the federal income tax system. The Credits reduce any 
outstanding liabilities for Income Tax, Canada Pension Plan and 
Unemployment Insurance Contributions. If the value of the Property, 
Sales and OHOSP Tax Credits exceeds these liabilities, Revenue 
Canada Taxation issues a single refund cheque for Ontario Tax Credits 
and any federal tax credits or income tax refund. 


HOW TO FILE 


Income Tax Returns with Ontario Tax Credit forms are mailed 
automatically to most taxpayers early in January. Those who do not 
receive an Income Tax Return kit must obtain a General Tax Guide and 
Return from any Post Office or District Taxation Office in Ontario. 


+ Complete and mail the mauve Ontario Tax Credit form together 
with the Income Tax Return to the Taxation Data Centre in either 
Sudbury or Ottawa. 


DETERMINING INCOME FOR ONTARIO 
TAX CREDIT PURPOSES 


To calculate the Ontario Tax Credits, it is necessary to determine your 
combined family income. This will be used as the test for determining 
benefit eligibility. 


WHAT IS FAMILY INCOME? 
Family income consists of the combined total of: 


* your net income, 

¢ the net income of your spouse with whom you live on 
December 31, and 

+ the net income of any supporting person 


as reported for income tax purposes. Family income also includes net 
federal supplements, social assistance payments and workers 
compensation payments. 


WHO IS A “SUPPORTING PERSON”? 


In general, a supporting person is an individual (including a common-law 
partner) with whom you live on December 31 and there is a child of 
either or both partners. 


For example, when you are claiming the Property and Sales Tax Credits 
your partner is considered a supporting person if: 


* you and your partner have a child, or 
¢ you have claimed a dependant credit for your partner's child, or 
¢ your partner claimed a dependant credit for your child. 


However, a person, other than your spouse or common-law partner, 
who claims a dependant credit for your child is a Supporting person 
even if that person is not living with you. 


Note: The Property and Sales Tax Credits for you, your Spouse and/or 
a supporting person must be jointly claimed by one of you. The 
certification must be signed by your spouse and/or a supporting 
person. 


INDIVIDUAL CREDITS 


PROPERTY TAX CREDIT 
PURPOSE: 


To reduce the burden of property taxes for people with low to moderate 
incomes. 


ELIGIBILITY: 
On December 31 of the tax year, a claimant must: 


¢ bean Ontario resident, 
+ be at least 16 and under 65, and 
* pay rent or property tax on a principal residence in Ontario. 


Effective 1988, claims are based on: 


¢ rent or property tax paid, and 
* combined family income. 


WHAT IS “OCCUPANCY COST”? 
For homeowners, occupancy cost is property tax paid in the tax year. 
Property Tax 

(a) Property tax on a principal residence may include: 


¢ tax levied for municipal and school purposes, 

+ tax levied for local improvements to real property, (If a local 
improvement levy was paid in a lump sum during the year rather 
than over a number of years, the total amount paid is included in 
the calculation of property tax.) 

+ tax levied under the Provincial Land Tax Act, or the Local Roads 
Boards Act, or the Local Services Boards Act, and 

* licence fees levied by municipalities and fees charged by school 
boards for mobile homes. 


(b) Property tax may not include: 


amounts billed by a municipality in the form of “user charges”, 
e.g. water, 

“common expenses” incurred by condominium owners, 
mortgage principal and interest, 

property tax interest and penalty charges, 

charges for local improvements financed by the Ministry of the 
Environment, and 

property tax for the portion of a residence used for a business. 


An individual who owns a housing unit but pays rent for the land on 
which it is located, may claim a Property Tax Credit based on either the 
actual property tax or 20 percent of the total rent including any property 
tax or fee paid as part of that total, but not both. 


For tenants, except individuals residing in prescribed university/college 
and private school student residences, occupancy cost is 20 percent of 
rent paid. 


Rent 


(a) Rent on a principal residence may include: 


utility charges such as water and electricity and charges for 
parking, janitorial and recreational facilities, only if these charges 
are included as rent in the lease agreement; 

deposit for the last month’s rent in the year the deposit is 
applied; and 

property tax which is paid as part of that rent. 


Rent may not include: 


charges for board, e.g. meals, cleaning and laundering; 
amounts paid to relatives or friends as reimbursement of 
household expenses unless these amounts are reported as 
income by the recipients in accordance with guidelines issued by 
Revenue Canada Taxation; and 

amounts included in a lease agreement that are payable in 
addition to the rental amount for the residence, e.g. utilities, 
parking and cable TV. 


University/College Residences 


Most university, college, and private school student residences are 
prescribed by regulation. Anyone living in a prescribed residence is 
restricted to a $25 occupancy cost for the portion of the year spent in 
such a residence. 


A list of these residences is available from the Ontario Ministry of 
Revenue or Revenue Canada Taxation. 


WHAT IS A “PRINCIPAL RESIDENCE”? 


A principal residence is a housing unit in Ontario ordinarily occupied by 
an individual during the tax year. 


For example: A permanent residence such as a house, an apartment, 
a condominium, a hotel or motel room, or a mobile home 
owned or rented by an individual. 


Exceptions 
Certain housing units do not normally qualify as principal residences. 
For example: 


(1) A principal residence does not include nursing homes, homes 
for the aged, chronic care facilities, charitable institutions, homes 
for special care or similar institutions. Residents of these 
institutions are not eligible for Property Tax Credits unless the 
institution pays full municipal and school taxes and the residents’ 
accommodation costs are not subsidized by any government 
agency. 


(2) A principal residence does not include housing units or 
institutions that do not pay full municipal and school taxes or full 
grants in lieu of taxes to the municipality, e.g. residences on 
military bases or Indian reserves. 


CAN | CLAIM A PROPERTY TAX CREDIT FOR BOTH MY HOUSE 
AND COTTAGE? 


You cannot claim a Property Tax Credit for two residences, such as a 
house and cottage, for the same period of time. However, more than 
one eligible residence may be claimed consecutively. 


CAN | CLAIM A PROPERTY TAX CREDIT FOR A RESIDENCE I 
RENT TO ANOTHER PERSON? 


If you rent a residence to another person, you cannot claim a Property 
Tax Credit for that residence. 


If you rent out part of your principal residence you can only claim a 
Property Tax Credit based on the portion of the residence in which you 
live. 


Also, if you rent out your principal residence for part of the year, you can 
only claim a Property Tax Credit based on the time you actually 
occupied the residence. 


ARE RECEIPTS REQUIRED? 


Receipts for the payment of property tax or rent are not required to be 
filed with the Ontario Tax Credit form. However, taxpayers must be able 
to substantiate their claim. Cancelled cheques or receipts are 
acceptable proof of payment. 


SALES TAX CREDIT 

PURPOSE: 

To offset provincial sales tax for people with low to moderate incomes. 
ELIGIBILITY: 

On December 31 of the tax year, a claimant must: 


° bean Ontario resident, and 
¢ be at least 16 and under 65. 


Effective 1988, claims are based on: 


+ $100 per adult, 
+ $50 per dependant child, and 
* combined family income. 


WHO CAN CLAIM PROPERTY AND SALES TAX CREDITS? 


In general, Ontario residents who file an Income Tax Return are eligible 
to claim the Property and Sales Tax Credits. 


If you lived with your spouse or a supporting person on December 31, 
the Property and Sales Tax Credits must be claimed jointly by one of 
you. In most cases, the claimant also claims Sales Tax Credits for 
dependant children. 


Note: Individuals aged 16 to 18 not claimed as dependants, or 
dependant children aged 16 to 18 not living with you on 
December 31, may claim their own Property and/or Sales Tax 
Credits if otherwise eligible. 


You may not claim Sales Tax Credits for children aged 16 to 18 if they 
are claiming their own credits. Only one Sales Tax Credit may be 
claimed for each person. 


Ontario residents 65 and over may be eligible for benefits under 
the Ontario Tax Grants for Seniors program. 


HOW TO CLAIM ONTARIO PROPERTY AND SALES TAX CREDITS: 


« Calculate total income for Ontario Tax Credit purposes. 

«+ Calculate the basic Property Tax Credit. This credit is equal to 
$250 or occupancy cost whichever is less, plus 10 percent of 
occupancy cost. 

+ Calculate the Sales Tax Credit. Claim $100 per adult and $50 
per dependant child. 

« Add the Property Tax Credit to the Sales Tax Credit. 

¢« Reduce the combined total of the above two credits by 2 
percent of the total income for Ontario Tax Credit purposes in 
excess of $4,000. 

° The maximum Property and Sales Tax Credits cannot exceed 
$1,000. 


Note: A Property and Sales Tax Credit must be claimed within three 
years from the end of the tax year to which the claim relates. 


A Political Contribution Tax Credit and/or an Ontario Home Ownership 
Savings Plan Tax Credit may be claimed in addition to this maximum. 


POLITICAL CONTRIBUTION TAX CREDIT 
PURPOSE: 

To encourage greater participation in the political process. 
ELIGIBILITY: 


On December 31 of the tax year, a claimant must: 


* bean Ontario resident, 

¢ have made eligible contributions, 

¢ be 16 or over (exception: a person under 16 may claim a 
Political Contribution Tax Credit if the contribution is made 
from personal funds), and 

* have Ontario tax payable in excess of any Property and Sales 
Tax Credits. 


The maximum Political Contribution Tax Credit is $750. 
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WHO CAN CLAIM? 


Residents of Ontario, including seniors, may claim a tax credit for 
contributions made to a registered Ontario political party, registered 
constituency association or candidate in an Ontario provincial election. 


Only individuals having Ontario tax payable in excess of any Property 
and Sales Tax Credits may claim the Political Contribution Tax Credit. 


Note: Estates may claim the Political Contribution Tax Credit on 
behalf of deceased residents. 


The contributor and/or the contributor’s spouse may claim the Political 
Contribution Tax Credit. 


A single contribution cannot be divided between spouses if only one 
Official Receipt was issued. 


ARE RECEIPTS REQUIRED? 


Official Receipts for political contributions must be attached to the 
Ontario Tax Credit form. Official Receipts are available from the Chief 
Financial Officer of a registered party, registered constituency 
association or candidate in an Ontario provincial election. 


Additional information on Official Receipts and political contributions 
may be obtained from the Commission on Election Finances, Suite 800, 
Britannica House, 151 Bloor Street West, Toronto, Ontario M5S 154. 
Telephone: (416) 965-0455. 


HOW TO CLAIM: 


If you have Ontario tax payable in excess of Property and Sales Tax 
Credits and you made political contributions, you may claim a Political 
Contribution Tax Credit by: 


+ Calculating the total allowable Political Contribution Tax Credit to 
a maximum of $750. 

+ Selecting the lesser of the total allowable credit or Ontario tax 
payable in excess of Property and Sales Tax Credits. 


Note: A Political Contribution Tax Credit can only be claimed in the 
year in which the contribution is made. 


ONTARIO HOME OWNERSHIP SAVINGS PLAN (OHOSP) 
TAX CREDIT 


PURPOSE: 


To provide a refundable tax credit to assist individuals and couples to 
save toward the purchase of a first home. 


ELIGIBILITY: 
On December 31 of the tax year a claimant must: 


¢ bean Ontario resident, 
+ be 18 years of age or over, and 
+ have made a qualifying contribution to an eligible Plan. 


The maximum OHOSP Tax Credit is $500 per individual and $1000 per 
couple. 


WHO CAN CLAIM? 


Residents of Ontario who make qualifying contributions to an Ontario 
Home Ownership Savings Plan at a participating financial institution 
may claim an OHOSP Tax Credit. 


Individuals: Individuals making a $2,000 maximum annual contribution 
with an OHOSP qualifying annual income of $20,000 or 
less, may receive the maximum OHOSP tax credit of $500. 


The OHOSP tax credit reduces to zero when annual 
income is $40,000 or more. 


Couples: Couples, when each spouse makes the $2,000 maximum 
annual contribution with a combined OHOSP qualifying 
annual income of $40,000 or less, may receive the 
maximum OHOSP tax credit of $1,000. 


The OHOSP tax credit reduces to zero when combined 
annual income is $80,000 or more. 


For couples, either spouse (but not both) may claim the 
OHOSP tax credit even if only one spouse had an OHOSP. 


Supporting persons must claim an OHOSP tax credit 
separately. 
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WHAT IS “QUALIFYING INCOME”? 


For individuals, qualifying income is income calculated for Ontario Tax 
Credit purposes. 


lf you reside with your spouse or another supporting person, or if you 
claim an equivalent to married amount on the federal Return, qualifying 
income is one-half of income for Ontario Tax Credit purposes. 


ARE RECEIPTS REQUIRED? 


Official T1C OHOSP receipts for qualifying contributions must be 
included with the Ontario Tax Credit form. 


HOW TO CLAIM: 


¢ Determine “qualifying income” for OHOSP purposes. 

¢ — List total qualifying contributions for the tax year. 

¢ Locate the Tax Credit Factor on the OHOSP Tax Credit Factor 
Table from the Ontario Tax Credit form. 

¢ (Multiply the total contribution by the Tax Credit Factor to 
determine the OHOSP Tax Credit. 


An OHOSP tax credit can only be claimed in the year in which the 
contribution is made. 


ADDITIONAL INFORMATION 


MARRIED COUPLES 


For a married couple, either spouse may claim the Property, Sales and 
OHOSP Tax Credits. However, one spouse must claim for both. 


lf one spouse is 65 or older, that soouse must claim a Property Tax 
Grant, regardless of who pays the property tax or rent, or owns the 
residence. The younger spouse is not eligible for a Property Tax 
Credit, but may claim a Sales Tax Credit. 
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MARRIAGE DURING THE YEAR 


When two individuals marry during the tax year, entitlement to the 
Property Tax Credit depends on the applicant's age. 


(1) Both spouses under 65: The occupancy cost for each individual 


before marriage is combined with the occupancy cost after 
marriage and one spouse must claim for both. 


(2) One spouse 65 or over: The spouse under 65 may claim a 


Property Tax Credit for the part of the year prior to marriage. The 
spouse 65 or over may claim a Property Tax Grant for the 
entire year. 


SEPARATION DURING THE YEAR 


(1) If a married couple (both spouses under 65 years of age) live 
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apart and maintain separate principal residences on December 31 
for reasons such as marriage breakdown, health, education or 
business, each spouse may apply for a Property Tax Credit. On 
each application form each spouse must include: 


(a) a share of the property tax or rent for the part of the year when 
they lived together, plus 


(b) his or her own property tax or rent paid following the 
separation. 


For the period prior to separation, the property tax or rent paid 
may be divided any way the couple chooses. However, the 
combined total of rent or property tax claimed must not exceed the 
actual rent or property tax paid for the shared residence. 


Each spouse may claim a Sales Tax Credit. However, only one 
spouse may claim the Sales Tax Credit for a dependant child. 


lf a married couple lives apart and one spouse is 65 years of age 
or older on December 31, the elder spouse must apply for a 
Property Tax Grant. The younger spouse may claim a Property 


Tax Credit, provided his or her occupancy cost was not included 
by the senior spouse in the calculation for a Property Tax Grant. 
The calculation of the credit would be similar to that shown in (1). 


The younger spouse may also claim a Sales Tax Credit. 


CE 


lf a married couple separated during the year but on December 31 
is living together, only one Property Tax Credit application may be 
made. In reporting the property tax or rent, an individual may only 
include: 


(a) rent or property tax paid for the first part of the year when the 
couple lived together, plus 


(b) rent or property tax paid by one spouse during separation, 
plus 


(c) rent or property tax paid for the part of the year following 
reconciliation. 


One spouse must claim the Sales Tax Credit on behalf of both 
Spouses. 


MOVING FROM ONTARIO 

Residents who leave Ontario during the tax year are not eligible for 
Ontario Tax Credits unless they move back to Ontario on or before 
December 31 of the same year. 

Residents temporarily absent from Ontario on December 31 are eligible 


for Ontario Tax Credits if they file income tax returns for the tax year as 
Ontario residents. 
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MOVING TO ONTARIO 


Taxpayers who move into Ontario during the tax year may claim Ontario 
Tax Credits for that part of the year they were residents of the Province if: 


(1) they reside in Ontario on December 31, and 
(2) file income tax returns for that year as residents of Ontario. 


The net income for the tax year must be included when calculating 
income for Ontario Tax Credit purposes. 


DEATH IN THE YEAR 

Ontario residents who died during the tax year are not eligible for 
Property, Sales and OHOSP Tax Credits. Estates may claim a Political 
Contribution Tax Credit on behalf of the deceased. 

The net income of a spouse who died prior to December 31 of the tax 
year is not included in the calculation of the surviving spouse’s income 
for Ontario Tax Credits. 


JOINT OCCUPANCY OF A SINGLE HOUSING UNIT 


In general, each principal residence will have only one claimant and one 
tax credit claim. However, there are two notable exceptions: 


(1) If two or more individuals not married to each other share a 
principal residence, occupancy cost may be allocated either: 


(a) according to each individual’s share of ownership in the 
housing unit, or 


(b) according to the rent paid by each tenant. 
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(2) Where a senior citizen shares a residence with someone under 65 
to whom he or she is not married, both a Property Tax Grant and 
a Property Tax Credit may be claimed. 


(a) The senior citizen applies for the Property Tax Grant based 
on his or her share of the property tax or rent. 


(b) The person under 65 who Is sharing the residence applies for 
a Property Tax Credit based on his or her share of the 
property tax or rent. 


lf one or more of the individuals who share the housing unit is a 
supporting person, his or her net income must be included in the 
calculation of income for Ontario Tax Credits. 


MOBILE HOMES 


A mobile home owner is entitled to claim a Property Tax Credit. The 
method of calculation will depend on whether the applicant owns or 
leases the land on which the home is located. 


(a) Where the land is owned: 


¢ if an individuals principal residence is assessed and taxed as 
real property, the Property Tax Credit is based on the property 
tax paid in the taxation year for the mobile home and lot, or 


(b) Where the land is leased: 
if property tax, a municipal licence fee and/or a school board 
fee was paid, the applicant may base the Property Tax Credit 
on either: 


+ the property tax, municipal licence fee and/or school board fee 
for the mobile home and lot. Property tax is the actual tax on the 
unit and lot. It is calculated by multiplying the assessed value by 
the local mill rate, and is not necessarily the amount considered 
“tax” in the rental agreement, or 

+ 20 percent of the total rent paid, including any tax or fee as part 
of that total rent. 
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FARM OWNERS OR TENANTS 


Individuals who pay property tax or rent for a farm property that includes 
their principal residence may claim a Property Tax Credit. 


(a) The total property tax paid or 20 percent of rent paid for the 
farm residence and one acre of land may be claimed for the 
Property Tax Credit. Rent or property tax paid for farm land 
and out buildings must be excluded. 


(b) If there is more than one residence on the farm, each owner or 
tenant must exclude all property tax or rent applicable to the 
other residences. 


(c) A farm owner or tenant is not required to reduce the amount 
used to calculate a Property Tax Credit by any amount of 
property tax or rent claimed as a deduction from farm income 
for income tax purposes. 


(d) Where a farm operation is incorporated, the Property Tax 
Credit is based on 20 percent of the amount charged as rent 
for the farm residence and one acre of land by the corporation. 


CO-OPERATIVE HOUSING 


Tenants of co-operatives may claim a Property Tax Credit based on 
rental payments only. 


Individuals who reside in and who have an ownership interest in a 
co-operative may apply for a Property Tax Credit based on either: 


(a) Property tax actually paid to the municipality by the individual, 
or 

(b) Property tax apportioned by the co-operative for the unit 
occupied by the individual. 


OWNERS OF MULTIPLE UNIT PROPERTIES 


An individual who owns and resides in a multiple unit residential 
property such as a rooming house may claim a Property Tax Credit 
based only on the property tax paid for that part of the property where 
he or she lives. 
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PRINCIPAL RESIDENCE USED FOR BUSINESS 


Any property tax or rent that applies to the portion of a principal 
residence used for business purposes cannot be included in the 
Property Tax Credit calculation. 


IMPUTED RENT 


If an individual, Spouse, or Supporting person (for example, a farm 
labourer, domestic, apartment superintendent, or clergyman) provides 
services to a landlord instead of rent, these services may be valued and 
used to calculate the Property Tax Credit. The value of services must 
be included as income by the tenant when filing an Income Tax Return. 


PUBLIC HOUSING 


Individuals occupying public housing units (for example, income-related 
housing owned or operated by a municipality or by the Ontario Housing 
Corporation) are eligible for the Property Tax Credit, provided the 
residence pays full municipal and school taxes or a full grant in lieu of 
taxes. Claims are based on actual rent paid. 


STUDENTS FROM OTHER COUNTRIES 

Students from other countries admitted as visitors for the purpose of 
attending an Ontario educational institution (Sometimes known as “visa 
students”) may claim Ontario Tax Credits, subject to the same 
guidelines that apply to all other claimants. 


BANKRUPTCY 


Individuals who declared bankruptcy in the year, must claim Ontario Tax 
Credits on the return filed for the tax year ending December 31. 
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SPECIAL NOTES 


AUDITS 

Ontario Tax Credit claims may be audited by Revenue Canada Taxation 
and/or the Ontario Ministry of Revenue. Receipts should be kept for 
examination on request. 

INCOME TAX ENQUIRIES 

Any Revenue Canada District Taxation Office can provide income tax 
information. 


MUNICIPAL PROPERTY TAX ENQUIRIES 


Questions about municipal tax bills should be directed to the appropriate 
municipal office. 
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OBJECTIONS AND APPEALS 


Individuals who do not receive Ontario Tax Credits to which they feel 
entitled, who receive less than expected, or who have been requested 
to repay a credit under an assessment or reassessment made by 
Revenue Canada should contact Revenue Canada Taxation for an 
explanation. If still dissatisfied, they may make a formal objection to 
Revenue Canada by following the appeals process set out in the federal 
Income Tax Act. 


Individuals who do not agree with a Notice of Determination of tax credit 
recovery and interest made under the Ontario Home Ownership 
Savings Plan Act, 1988 may contact the Ontario Ministry of Revenue for 
an explanation. If still not satisfied, a formal objection can be filed. A 
Notice of Objection form is available from the Ministry of Revenue. It 
must be completed and returned within 60 days of receiving the 
Minister’s Notice of Determination to: 


Tax Appeals Branch 
Ontario Ministry of Revenue 
3rd Floor 

1600 Champlain Avenue 
Whitby, Ontario 

LIN 9B2 


The Minister will evaluate the objection and notify the claimant of the 


decision. There is no further appeal unless the dispute involves an 
interpretation of the legislation or a separate legal issue. 
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ENQUIRIES 


If you have any questions about the Ontario Tax Credit program, or 
would like additional copies of this booklet, please call the Ministry of 
Revenue’s multilingual Information Centre toll-free: 


+ Metro Toronto 965-8470 
+ All other areas 1-800-263-7965 
« French language enquiries 1-800-668-5821 


* Telephone device for the deaf 1-800-263-7776 


Or write to: Or visit the 
Public Enquiry Centres: 
Ministry of Revenue 


Guaranteed Income and In Oshawa: 

Tax Credit Branch 33 King Street West 
P.O. Box 624 

33 King Street West In Toronto: 
Oshawa, Ontario 50 Grosvenor Street 
L1H 8H8 (One block south of 


Wellesley, west of Bay) 


or visit the Ministry of Revenue Information Centres: 


In Windsor: in Barrie: 
250 Windsor Avenue 109 Ferris Lane 
In Belleville: In Thunder Bay: 
191 Dundas Street East Victoriaville Mall 
700 Victoria Ave. East 
In Sudbury: Unit 5 


199 Larch Street 
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